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NARBHA has been submitting financial information at the rate cell level since Medicaid funded programs were 1 
implemented in the state.  NARBHA currently has sufficient accounting systems in place and reports at the rate cell level 2 
presently in its monthly financial statements submitted to the ADHS/DBHS.  In this effort, NARBHA separately 3 
accounts for funds received and spent on services and administrative functions. 4 
 5 
When providers send encounters and claims to NARBHA for adjudication, NARBHA, through a series of edits, 6 
determines member enrollment status in order to adjudicate the encounter or claim.  There are almost 90 other edits in 7 
place to accurately process claims in a fashion that is consistent with the ADHS/DBHS Covered Behavioral Health 8 
Services Guide and the Client Information System (CIS) File Layout and Specification Manual (Ver1.19, revision date 9 
8/2/04) and ADHS/DBHS policies.  NARBHA has been successful in its Administrative Reviews of its MIS and claims 10 
systems for several years. 11 
 12 
Subsequent to claims adjudication, NARBHA uses a process to analyze the successfully- adjudicated claim/encounter 13 
data using AHCCCS eligibility information, the member’s behavioral health category, special population indicators and, 14 
in some cases, program modality and/or service code to assign those claims to rate cells/fund sources.  This 15 
analysis/assignment considers the dates of the service and the Arizona Health Care Cost Containment System 16 
(AHCCCS) eligibility, behavioral health category and special populations that were in effect at that time.  For 17 
administrative costs, NARBHA uses a cost allocation plan and methods that gather information from the purchase orders 18 
and from recording of staff time to effectively assign costs to rate cells. 19 
 20 
Attached are “sample” financial statements showing the accounting for services and administrative expenditures at the 21 
rate cell level. 22 
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For Geographic Service Area (GSA) 1, the initial capitalization requirements are $2,000,000.  The audited NARBHA 1 
Financial Statements provided in response to question 6.c show NARBHA’s current net assets are $10,230,024 (as of 2 
June 30, 2004), which exceed the initial capitalization requirements for GSA 1.  NARBHA anticipates no material 3 
decreases in the level of net assets prior to the contract date of July 1, 2005. 4 
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The audited NARBHA Financial Statements provided in response to question 6.c show NARBHA net assets at June 30, 1 
2004 of $10,230,024 which exceed the 90% capitalization requirements as stated in Special Terms and Conditions 2 
Paragraph F.8.   NARBHA anticipates no material decreases in the level of net assets prior to the contract date of July 1, 3 
2005. 4 
 5 
Given the difference between current net assets and the amount represented currently by the 90% capitalization 6 
requirement, NARBHA’s existing financial position allows for significant growth while remaining in compliance with 7 
this requirement.  In addition, NARBHA’s CEO, CFO, and management staff, along with NARBHA’s Board of 8 
Directors are familiar with the 90% capitalization requirement and are committed to sustaining compliance through 9 
maintaining a strong balance sheet. 10 
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NARBHA elects to be paid the capitation rates that DHS would otherwise develop in its customary rate development 1 
process. 2 
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NARBHA has the staff, administrative (intake, claims, reporting) systems, monitoring and utilization management 1 
systems, and the administrative infrastructure to manage revenue and maximize value under the ADHS/DBHS contract.  2 
Each is discussed below. 3 
 4 
Staff 5 
NARBHA currently has positions for all staff required in the RFP Scope of work C.1, except for the Pharmacist, which 6 
will be created and filled by July 1, 2005.  The three staff with the longest tenure collectively have 82 years at 7 
NARBHA, and the top fourteen, most of whom are on the Leadership Council, represent 214 years of experience at 8 
NARBHA and with the behavioral health system in Northern Arizona.  All are appropriately trained, licensed, and 9 
credentialed according to the requirements and responsibilities of their positions.  NARBHA has recently designated the 10 
Corporate Compliance Officer as the Grievance and Appeals Administrator; this person is currently receiving training to 11 
be a certified paralegal.  All are committed to providing high quality behavioral health care in Northern Arizona and to 12 
meeting the requirements of the DHS contract. 13 
 14 
Administrative Systems 15 
NARBHA receives its intakes and 96% of its encounters and claims electronically from providers, making these systems 16 
highly efficient for the geographic dispersion that characterizes GSA 1.  These systems received high marks on the 17 
recent ADHS/DBHS Administrative Review.  The efficiency and accuracy inherent in the electronic intake and 18 
claims/encounter systems reduce administrative costs and provide NARBHA with timely data to effectively manage its 19 
system and the requirements under the ADHS/DBHS contract. 20 
 21 
Monitoring and Utilization Management 22 
NARBHA uses a number of monitoring techniques to manage revenue with the goal of maximizing value for state and 23 
federal funds.  This monitoring effort is intended to meet the terms of the contract with ADHS/DBHS and to improve 24 
provider performance so that members receive appropriate treatment and support services.  Monitoring is also important 25 
to identify opportunities for improvements in the system, as well as areas where additional training is indicated. 26 
 27 
NARBHA’s monitoring is also described in volume 4.a.8 of this proposal, and performance improvement is separately 28 
addressed in volume 4.a.2.  For the current year, NARBHA’s Performance Measures for Service Area Agencies (SAAs) 29 
include the following measures: 30 
 31 
 Submission of Contract Deliverables 32 
 Submission of Clean Claims 33 
 Service Value 34 
 Expenditures 35 
 Penetration 36 
 Enrollments within 14 Calendar Days 37 
 Current Assessments 38 
 CASAR (Financial Commitment of Funding) Submission 39 
 Covered Services Mapping 40 
 Out-of-Home Utilization 41 
 Referral to Assessment within 7 Days 42 
 Psychiatric Availability for Medications 43 
 Referral to Emergency Assessment 44 
 Routine Services within 23 Days 45 
 UM Chart Review 46 
 Intraclass Polypharmacy 47 

Substance Abuse Prevention and Treatment Monitoring Review and COOL Chart Review 48 
 Follow-up Services (non-emergent) after Discharge from Sub-acute within 7 and 30 Days 49 
 Length of Stay in Level 1 and Level 2 Facilities 50 
 Interclass Polypharmacy 51 
 Chemical Dependency Residential Census 52 
 Inpatient IMD Utilization 53 
 Medication Costs per Population 54 
 Cost per Client 55 
 Cost per Bed Day for Sub-acute Facilities 56 
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 24-Hour Response 1 
 Case File Review Results 2 
 Independent Case Review 3 
 Grievance and Appeal Notice Forms 4 

Human Resources Credentialing and Personnel Record Review:  Training on Required Topics 5 
 Environment of Care and Infection Control Review 6 
 7 
All of the above measures are intended to provide assurance to NARBHA that members have appropriate access to care 8 
and receive high quality behavioral health services.  These measures provide strong value to the ADHS, AHCCCS, 9 
Center for Medicare and Medicaid Services (CMS), the federal agency responsible for Medicare and Medicaid, and the 10 
taxpayers of the State of Arizona.  The discussion below provides analysis of specific measures as examples of how 11 
NARBHA’s performance measures support high quality services and value under the ADHS/DBHS contract. 12 
 13 
The NARBHA Utilization Management Analysis includes a wealth of data and analysis, which are all intended to 14 
measure the volume of services and compare each provider with other providers and against agency standards.  15 
Specifically the Utilization Management system at NARBHA addresses the amount of services by category (treatment, 16 
rehabilitation, medical support, crisis, inpatient, residential, day, and prevention) and determines, through statistical 17 
analysis, which providers are within the normative range, and which are outliers.  Outliers are identified as being more 18 
than one standard deviation from the median for a specific service.  NARBHA’s Provider Performance Committee 19 
evaluates those providers whose data indicates that they are beyond one standard deviation.  Where indicated, a 20 
Technical Assistance Plan and/or a Corrective Action Plan is developed and implemented, which is monitored by the 21 
NARBHA Provider Improvement Committee. 22 
 23 
NARBHA also produces a monthly Analyses of Expenses report that addresses service value, penetration, and expenses 24 
by fund and by SAA and Tribal Area Agency (TAA).  The purpose of this report is to enable NARBHA to understand 25 
SAAs/TAAs performance in these important areas and to work with them to enhance their overall service performance.  26 
The data sources used for this analysis are paid claims/encounters as adjudicated by NARBHA, the Monthly Program 27 
Income Statement received from SAAs, and a separate penetration analysis.  An example of a preliminary conclusion 28 
made from review of this report is that in some circumstances NARBHA has had providers who produce services 29 
commensurate with their sub-capitated revenue, but whose penetration of the eligible population is sub-standard, leading 30 
to the hypothesis that the members being served might have received excessive numbers of services and that outreach 31 
needs to improve based on comparison to peer providers.  This hypothesis is then tested by reviewing the results of the 32 
Utilization Management system described in the previous paragraph and appropriate actions are taken based on the 33 
results of the investigation. 34 
 35 
NARBHA’s method of funding SAAs/TAAs includes the analyses described above.  Providers who produce services for 36 
members that are within the normative range are positioned more favorably to receive additional funds that become 37 
available than providers whose service delivery pattern is less desirable. 38 
 39 
NARBHA includes these analyses in its monthly meetings with the Directors of the SAAs/TAAs, and engages in 40 
discussion about this information with the directors and their staffs so that appropriate decisions are made and actions 41 
taken based on the requirements for each funding mechanism.  The NARBHA Board of Directors also receives this 42 
information on request and/or routinely as is pertinent to current topics and decisions. 43 
 44 
It should be noted that in terms of maximizing value to ADHS/DBHS, AHCCCS, and CMS, there have been several 45 
situations in recent years where NARBHA’s SAAs/TAAs have provided services and experienced cost that is 46 
significantly beyond their current revenue, indicating that monetary motivation is secondary to providing appropriate 47 
services to members, even if it results in a negative financial impact.  This has been true recently, particularly in the Title 48 
XIX GMHSA and the Non-Title XIX Mental Health area. 49 
 50 
NARBHA reviews other measures for the purpose of ensuring that members receive care that is appropriate to their 51 
individual needs.  For example, by reviewing the Current Assessments measure, NARBHA can determine if specific 52 
providers are current in their understanding of the member’s behavioral health needs.  As with other measures described 53 
above, when this analysis indicates a need for improvement, NARBHA has tools such as discussion, corrective action 54 
plans, training, sanctions, etc., at its disposal to help it shape provider performance. 55 

56 
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Similarly, chart reviews enable NARBHA to better understand providers’ processes for writing service plans and 1 
following them.  If necessary, NARBHA uses the tools described previously to correct serious concerns and to shape 2 
behavior on less serious issues. 3 
 4 
Access to physicians is an important topic for members, whether their service plan involves medications or not.  5 
NARBHA is able to monitor such access through its performance measures.  Corrective actions taken with providers 6 
might involve establishing an expectation that a provider hire additional prescribers through a registry or locum tenens 7 
agency. 8 
 9 
NARBHA’s Risk Management committee includes provider and NARBHA staff.  The group reviews specific cases, and 10 
also produces initiatives oriented toward minimizing risk of inappropriate clinical outcomes. 11 
 12 
Administrative Infrastructure 13 
NARBHA has facilities that are appropriate to its needs, including conference rooms, training facilities, extensive 14 
videoconferencing capabilities, and superior information technology abilities.  These facilities are expandable to meet 15 
future growth. 16 
 17 
Though it is structured as a non-profit organization, NARBHA plans to use profits, approximately 2.5%, to further 18 
support high-quality behavioral health services in Northern Arizona by allocating resources to items such as 19 
development of an electronic medical record system, and providing funding for services for Non-Title XIX persons with 20 
serious mental illness beyond the ADHS/DBHS allocation.  NARBHA also intends to build additional reserves for the 21 
purpose of meeting increasing ADHS/DBHS capitalization, financial viability, and performance bond requirements that 22 
occur based on growth in eligibility groups covered under the ADHS/DBHS contract. 23 
 24 
NARBHA has existing working relationships with other funders in Northern Arizona, including the Department of 25 
Economic Security/Child Protective Services, the Rehabilitation Services Administration, and counties. 26 
 27 
NARBHA has significant experience in the finance area, enabling it to manage the revenue it receives for the purpose of 28 
providing value to the State of Arizona, CMS, and other stakeholders.  NARBHA is financially viable and has the ability 29 
to stay viable during the term of the contract. 30 
 31 
NARBHA is familiar with the unique service delivery issues that affect Northern Arizona based on its 37 year history in 32 
GSA 1, including population density and logistical issues, providing value through access to care for those enrolled in 33 
the public behavioral health system. 34 
 35 
Based on the years of experience working in the State Behavioral Health System, the creation of a network that knows its 36 
clients and its resources; a structure that provides the most appropriate services in the most appropriate place and time, 37 
and experienced management employees, NARBHA will maximize the value to the State, while ensuring access to care 38 
and delivering quality behavioral health services. 39 
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NARBHA offers provider training in all areas related to performance under the ADHS/DBHS requirements as necessary, 1 
including those providing only support services which may be less sophisticated or have fewer infrastructure resources.  2 
In addition, NARBHA operates help desks for encounters/claims and authorizations, holds periodic meetings with such 3 
providers, monitors through data validation, provides technical assistance as necessary, and will accept paper claims 4 
from agencies unable to develop electronic capabilities.    5 
 6 
NARBHA can point proudly to the development of Northern Arizona Consumers Advancing Recovery and 7 
Empowerment (NAZCARE), a consumer-operated Community Service Agency formed in 2001, as an example of a 8 
provider that has successfully met their obligations to prepare and transmit encounters.   This assistance spanned 9 
organizational formation, filing for tax exemption, providing accounting and purchasing assistance, design and 10 
implementation of a local-area network, program development, assistance in coding and claiming practices, and many 11 
other activities.  NARBHA is willing and able to provide similar assistance if requested by other agencies. 12 
 13 
Anytime support service providers are unable to timely prepare and transmit encounters NARBHA provides training and 14 
technical assistance so that those encounters can be properly submitted.  Recent examples include prepaying for services 15 
for Daybreak and AZKAN until they could be trained to properly prepare and submit encounter data, which they have 16 
now been doing. 17 
 18 
Based on the Data Book for Geographic Service Area 1 that was attached to the 2004 RFP for Greater Arizona, 19 
NARBHA increased completed encounter dollars for support services from FY 2002 to FY 2003.  The percentage 20 
increase by fund source is as follows:  21 
   22 
  Title XIX Children (non-CMDP)  17.1% 23 
  Title XIX CMDP Children   26.9% 24 
  Title XIX SMI    23.7% 25 
  Title XIX GMHSA               108.6% 26 
  Non-Title XIX Children   22.1% 27 
  Non-Title XIX SMI   49.0% 28 
 29 
This is evidence that NARBHA has encouraged and effectively enabled providers to report sufficient support services in 30 
a timely and accurate manner. 31 
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The method used by NARBHA for budgeting contributes to safeguarding assets and financial reporting.  All internal 1 
staff are asked to contribute ideas to the budget.  If the ideas submitted by staff are acceptable and affordable, they are 2 
included in the proposed budget that is recommended to the NARBHA Board.  The NARBHA Board has the final 3 
determination on what is included in the budget.  Particular care is given in this process to the more expensive/less 4 
routine items that are suggested.  At each meeting, the Board is given a comparative Statement of Activities that 5 
compares the budget to actual revenue and expenditures.  Significant variances from the budget are discussed by the 6 
Finance Committee and the general Board if necessary.  Other staff within NARBHA that are responsible for specific 7 
line items are also sent copies of the Statement of Activities so they can monitor those line items against the budget. 8 
 9 
In the area of purchasing, NARBHA requires a Purchase Request in advance of each purchase.  Each Purchase Request 10 
is reviewed by the Business Manager to ensure that the form is complete, that accounting and vendor information is 11 
reasonable, and that the method of purchase is determined.  Each item requested is also checked against the budget to 12 
determine if it is included and the price is consistent with the amount budgeted.  If training is requested, the Purchase 13 
Request is also reviewed by the Human Resources Department to ensure that the training is consistent with the 14 
employee’s evaluation and training plan.  If approved by the requestor’s Department Head and the Business Manager, 15 
the Purchase Request becomes a Purchase Order.  Purchases over $2,500 require the additional signature of the Chief 16 
Executive Officer or the Chief Financial Officer.  Purchases over $10,000 require at least three bids where practicable.  17 
The Purchase Order form captures information about the fund source to be used for the purchase, or denotes that the 18 
purchase is to be charged to the allocable cost pool.  When the purchase involves a durable item, it is tagged so that it can 19 
be tracked later and, if applicable, the serial number(s) are denoted.  When the purchase involves an item that is in excess 20 
of the threshold for capital items, it is added to the list of capital items so that it can be tracked and depreciated 21 
appropriately.  During orientation all new staff receive training on purchasing, and additional help is available for staff if 22 
necessary. 23 
 24 
When an invoice is received from a vendor there must be a Purchase Order for the invoiced item(s) or payment is 25 
delayed, or possibly not made at all, until after research can be performed.  Invoices from unknown vendors are 26 
approached very cautiously, especially if there is not a Purchase Order.  Checks are required to have two signatures and 27 
each check presented for signature includes the invoice, a copy of the Purchase Order, and other relevant documentation 28 
so that the signer can review those items before signature.  Whenever possible the CFO is one of the check signers, and 29 
the related accounting is reviewed on a sample basis as a part of the signature process. 30 
    31 
In the area of safeguarding assets, NARBHA performs an annual physical inventory of fixed assets, regardless of the 32 
method of acquisition or the capitalization of the items.  As described above, durable items are tagged with a bar code 33 
that indicates the room/space where the item is located.  The physical inventory process involves using a bar code reader 34 
to denote where items are located at the time of the inventory, and produces a report of items that are not where they 35 
should be.  Each such item is researched.  If items are lost or obsolete the CFO’s signature is required to write them off 36 
and/or dispose of them. 37 
 38 
Additional protections are in place through the card-lock security system at the NARBHA facility.  All staff, Board, 39 
vendors, providers, and other guests wear color-coded badges.  Persons that are not on the NARBHA staff are escorted 40 
through the building.  Printers, fax machines, copiers etc. are located in areas that non-staff would have to search for in 41 
order to locate, which protects both the equipment and confidential member information (Protected Health Information).  42 
NARBHA conducts tours of the facility for the local police department so their officers are familiar with the property. 43 
 44 
Internal control over revenue is less complex at NARBHA than in many organizations due to the concentration of such 45 
revenue in a few sources.   The largest payer, ADHS, sends most of its funds via the Automated Clearing House, which 46 
means there are rarely checks to handle.  There is almost no cash revenue to manage, but when NARBHA receives cash 47 
it is logged by the receptionist before being sent to the accounting office.  When checks arrive from sources other than 48 
ADHS, they are also logged at the front desk before being sent to Accounting, so separation of duties is present. 49 
 50 
In addition to the comparative Statement of Activities for budget variance discussed above, NARBHA also presents an 51 
unaudited Statement of Financial Position to the Board every meeting.  Internally this report is due, along with the draft 52 
Statement of Activities, by the tenth day of the subsequent month.  These internal financial statements are prepared by 53 
the Accounting Manager and the Accountant, both of whom are CPAs with the knowledge and professional ethics to 54 
produce accurate statements.  These financial statements are reviewed by the CFO, another CPA.  These financial 55 
statements are presented to the Board and in addition the CFO discusses NARBHA’s compliance with the financial 56 
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viability requirements of the ADHS/DBHS contract with the Board monthly.  This keeps the Board aware of the effect 1 
that their decisions might have on the assets of NARBHA and on NARBHA’s compliance with the ADHS financial 2 
viability requirements. 3 
 4 
The Independent Auditor contracted by NARBHA is the ninth largest firm in the United States, and their Arizona 5 
practice audits AHCCCS and many prominent Arizona non-profit organizations.  This firm is very familiar with the 6 
requirements of the audit circulars of the Office of Management and Budget and the Financial Reporting Guide of the 7 
ADHS.  As a routine part of this audit, the firm is required to assess internal control and observe the fraud detection 8 
requirements of Statement of Auditing Standards #99.  No internal control issues have been cited by NARBHA’s 9 
auditors in the Management Letter during any recent periods. 10 


